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NOTE FOR: JSW 


1. Attached is my analysis of the retirement annuity adjustment 
problem. It is very cryptic and possibly intelligible only to me. The 
analysis covers the CIA Retirement Act, the existing and proposed Civil 
Service system, the proposed Foreign Service system, and the Military 
system recently approved in the Pay Act. Also attached are the existing 
laws and proposed amendments to laws as convenient reference material. 

2. The analysis shows that: 

{a) CIA retirement annuitants will not get a cost-of-living 
increase on 1 April 1966. 

(1) Only those who retire before 2 January 196 ii 
could have received such an increase; and, as you know, we 
had no such retirees. 

(2) Even if we had retirees before 2 January 1965, 
the cost of living would have had to increase 3 per cent from 
1964 to 1965 before a cost-of-living increase could have been 
granted {Section 291 (a)(1), P. L. 88-643). 

(b) Civil Service retirees whose annuities commence by 

1 November 1965 would be entitled to an approximately 5. 2 per cent 
annuity increase. This represents approximately 3. 7 per cent cost- 
of-living increase from 1962 to June of 1965 (which could go higher 
since the 1965 base month used for the comparison would be the month 
preceeding passage for enactment), plus a 1.5 per cent increase 
granted to annuitants whose annuities commenced after 1 October 1956 
(House passed and reported out of Senate Committee H. R. 8469, Sec- 
tion 18 (a) ). 

(c) If H. R. 8469 is enacted, CIA retirement annuitants whose 
annuities commence by 1 November 1965 (assuming passage of 

H. R» 8469 in August) will not receive any cost-of-living increase in 
annuities without some legislative remedy, while their Civil Service 
counterparts would receive some 5.2 per cent increase under H. R. 8469 
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(d) Further, even if H. R. 8469 is not enacted, Civil 
Service retirees will receive at least a 3.7 per cent increase 
under present cost- of* living trends as of 1 April 1966 pursuant 
to existing law. Such retirees' annuities commencement dates 
must be earlier than 2 January 1965} and, therefore, under exist- 
ing legislation CIA annuitants would not be at a disadvantage when 
compared to cost- of- living adjustments under existing Civil Service 
retirement statute, 

3, The wording of P. L. 88-643, Section 291 (a)(2) leaves unclear 
what base period is to be used to compute a price index change "of at least 
3 per centum" for determining cost-of-living adjustments of annuities after 
l April 1966. Section 291 (a)(1) sets 1964 as the base for any adjustment 
effective 1 April 1966, yet as pointed out earlier the base period used for 
such comparison is 1964 rather than 1962, as provided in existing and pro- 
posed Civil Service retirement legislation, proposed Foreign Service legis- 
lation, and the recently passed Military legislation, H.R. 9075. Although 
there is a clearly defined base year for 1 April 1966 adjustments, there is 
not for subsequent adjustments. For such subsequent adjustments under 
P.I.. 88-643 it may be possible to interpret Section 291 (a) as incorporating 
the 1962 base period set forth in Section 18 (a) in existing Civil Service 
retirement annuity legislation. If this improbable interpretation could be 
sustained, this would mean that CZA retirement annuitants whose annuities 
commenced before 2 January 1966 could be increased effective 1 April 
1967 by the difference between the cost of living in 1962 and the cost of 
living in 196fe. This would, of course, cover all retirees whose annuities 
commenced before 2 January 1966. However* under that Interpretation there 
would be no way to recoup the 1.5 per cent bonused adjustment provided in 
the proposed Civil Service amendment, H.R. 8469. 

4. Other than the above points, I will refrain from making any other 
comments or suggestions, thinking you will want to question me most closely 
on this. 


SIGWW 
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‘ V ? :**. pub . Law 88-643 
iLl'iiSTAT, 1054. 


Ocip^r 13, 1964 


under the provisions of said paragraph (a) shall bo refunded in the 
manner provided in section 241 lor the return of contributions and 
V ' interest in the ease of death or separation from the Agency. 

*' (d) Any benefits payable to a participant or to his beneficiary in 

: respect to the additional deposits provided under this section shall bo 
in addition to the benefits otherwise provided under this Act. 


m. 


Part J — Cost- of-Li vino Adjustment of Annuities 


76 Stat 4 069# 
6 USC 2260* 


> Sec, 201. (a) On the basis of determinations made by the Civil 
Service Commission pursuant to section 18 of the Civil Service Retire- 


ment Act, as amended, pertaining to per centum change in the price 
index* the following’acljustments shall be made: 


(1) Effective April 1, 1000, if the change in the price index from 
1004 to 1005 shall nave equaled a rise of at least 8 per centum, each 
annuity payable from the fund which has a commencing date earlier 
than January 2, 1065, shall bo increased by the per centum rise in the 
price index adjusted to the nearest one-tenth or 1 per centum. 

(2) Effective April 1 of any year other than 1906 after the price 
index change shall have equaled a rise of at least 3 per centum, each 


annuity payable from the fund which has a commencing date earlier 
than January 2 of the preceding year shall be increased by the per 
centum rise in the price index adjusted to the nearest one-tenth of 1 
per centum. 


(b) Eligibility for an annuity increase under this section shall bo 
governed by the commencing date of each annuity payable from the 
- - fund as of the effective date of an increase^ except as follows : 

(1) Effective from the date of the first increase under this section, 
an annuity payable from the fund to an annuitant’s survivor (other 
than a child entitled under section 221(c)), which annuity com- 
menced the day after the annuitant’s death, shall be increased as 
provided in subsection (a) (1) or (a) (2) if the commencing date of 
annuity to the annuitant was earner than January 2 of the year 
preceding the first increase. 


(2) Effective from its commencing date, an annuity payable from 
the fund to an annuitant’s survivor (other than a child entitled under 

- 1 fVt'l OOI f rt \ \ twli tnU nvinuj^f AAavim a _ it.. 


v* ., section 221(c)), which annuity commences the day after the annul- 
■ * 7 tint’s death and after the effective date of the first increase under this 


section, shall bo increased by the total per centum increase the annui- 
7] tant was receiving under this section at death. 
y ■ (3) For purposes of computing an annuity which commences after 

. .. the effective date of the first increase under this section to a child under 
section 221(c), the itcms$600, $720, $1,800, and $2,160 appearing in 
- section 221(c) shall bo increased by tne total per centum increase 
allowed and m force under this section and. in ease of a docenscd 


allowed and in force under this section and, in case of a deceased 
annuitant, the items 40 per centum and 50 per centum appearing in 


soction 221(c) shall be increased by the total per centum increase 
allowed and in force under this section to the annuitant at death. 
Effective from the date of the first increase under this section, the pro- 
. visions of this paragraph shall apply as if such first increase were 


■ •to f bV 4.i * : .• { £)• ..rulq u/dui . v-d ir.-iV 
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ill clfcct with respect to computation of n child’s annuity under section 

221(c) which commenced between January 2 of the year preceding : , ^ . .... 

the first increase and the effective date of the first increase. , 

(c) No increase in annuity provided by this section shall be com* : 7 * *; * l 

puted on any additional annuity purchased at retirement by volun- " l*.-.- L--.- t: ; 

tary contributions. • - *• . v . i .• •] ’ 

(a) The monthly installment of annuity after adjustment under thisiV ; * 

section shall l>e fixed at the nearest dollar,. | 

Approved October 13,- 1964. *. .* : : r.-'VC . / \k. ."iV ■ r 


LEGISLATIVE HIS TORY I 


HOUSE REPORT No. *763 (Comm. on Armed Servioes). 

SENATE REPORT No. 1509 (Comm, on Armed Servioes)* 

CONGRESSIONAL RECORD! • . • ' ' . 

.^v.v'l Vol* 109 (I963)i 0ot*-30, : considered and passed House. "*’ * "'*■ ■ ? : 

V -Vol* 110,(1964)1 Sept* 25, . considered and passed Senate, * ' V :’ V-/* 

^N^7v;>‘' ; >;-:‘y : **’wnended* ■ •• ■ 

; j Oot. 1 , House oonourred in Senate amendment, V , 

• • 4 • J ■< ilff'v iMi • *; u> ' .„••• ... (*r ' 1 . ; •. :f V»w.s» 


. • •• yy.vN - ityi 7 '<7;;. 77 ' " ; \ •« . •. •. ;,>V: - 7 -. ^7 

; i.vV ‘ ” ■’ ■“ ‘A- •••••«*.; i ii“‘- \ . • * *•»>»? " w ‘ ' ’!*•••* • •••*;* •/*■* 

, ^ 7 . r x.„ 'V,/ ‘ 7 ' - ■- 4 ,V.V 7 *-• 


It 

:. 77 >v 7 : 


' -’ - rv - y* 




Approved For Release 2002/06/26 : CIA-RDP78-03721 A000500070008-0 




Approved F 

12 CIVIL S3? 


%Jfc 

3ERVI 


elease 2002/06/26 : C1A-RDP78-03721A000500070008-0 

"vice retirement annuity adjustments 


■ >«V..‘ 




iC(d) The monthly instuUmont of annuity after adjustment undor 
this section shall bo fixed at tho noarcs b dollar.] 

C Sec. 18. (a) Effcctwejhe f 1 r 3 tjjmu 9 jj.be third mo nth which begins . 
after thinldirdflnacMev ^f this amendment . each annuiiy payable fro m 
tfiojund" wKwfcM dat e not la ter than suck effective date 

UTthc per centum riseinfhe WM^hdex^Mj^icd 
to IKchearesi one-tenth of T pef'ceniumfJctermincd by the Commission on 
the b asis of the annual ave raaejqriccAndexjQi_calendar year 1962 and 
the price index for the morUlf latest published on claiefif e iiatfjnufU^ffhis 
amemfjhcniypkis ( 2 Y~ 6 %~pcr c e nmmifthe commencing date {or %n the 
case of the survivor of a deceased annuitant the commencing date of the 
annuiiy of the retired employee) occurred on or before October 1, 1956 , or 
1 % per centum if the commencing date {or in the case of the survivor of a 
deceased annuitant the commencing date of the annuity of the retired 
employee) occurred after October 1, 1966. The, month used in deter - 
mining the increase based on the per centum rise in the price index under 
this subsection shall be the base month for determining the per centum 
change in the price index until the next succeeding increase occurs . Each 
survivor annuity authorized {!) by section 8 of the Act of May 29 , 1980 , 
as amended to July 6 , 1950 } or { 2 ) by section 2 of Public Law 86*465, , 
shall be increased by any additional amount which may be required to 
make the total increase under this subsection equal to to per centum or 
$10 per month, whichever is the lesser. t \ ' 

( 6 ) Each month after the first increase under this section, the Commission 
shall determine the per centum change in the price index. Effective the 
' first day of the third month which begins after the price index shall have 
equaled a rise of at least 8 per centum for three consecutive months over 
the price index for the base month, each annuity payable from the fund 
which has a commencing date not later than such effective date shall be 
increased by the per centum rise in the price index {calculated on the 
highest level of the price index during the three consecutive months) 
adjusted to the nearest one-tenth of 1 per centum. 

■ (c) Eligibility for an annuity increase under this section shall be 
governed by the commencing date of each annuity payable from the fund 
as of the effective date of an increase, except as follows: 

" { 1 ) Effective from its commencing date, an annuity payable from 

the fund to an annuitant’s survivor {other than a child entitled under 
W v u section 10 {d )), which annuiiy commences the day after annuitant's ; 
fdffl death and after the effective date of the first increase Under this section, 
'ffjf shall be increased by the total per centum increase the annuitant was 
Iff receiving under this section at death , except that the increase in a sur~ 
vivor annuity authorized by section 8 of the Act of May 29, 1930, as 
ftf;; amended to July 6 , 1950, shall be computed as if the annuity com - 
fuf. mencing date had been the effective date of the first increase under this ' \ 
fffif section. . 

fuu' { 2 ) For purposes of computing an annuity which commences 
y‘( t f after the effective date of the first increase under this section to a child 
under section 10{d), the items $600, $720, $1,800, and $2,160 
!V appearing in section 10 {d) shall be increased by the total per centum 
JyL ‘ ^.increase allowed and in force under this section for employee annuities 
which commenced after. October 1 , 1956, and, in case of a deceased 
•?/* annuitant, the items If) per centum and 50 per centum appearing in 
■ If- section 10 {d) shall be increased by the total per centum increase 
1 allowed and in force under this section to the annuitant at deaths 
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THE FOREIGN SERVICE ANNUITY ADJUSTMENT ACT OF 1905 19 

Part I— Voluntary Contributions 

■ / Sec. 881. (a) Any participant may; at his option and under such 
regulations as may do prescribed by the President, doposit additional 
sums in multiples of 1 per centum of his basic salary, but not in excess 
of 10 per centum of such salary, which amounts together with intorcst 
at 3 per centum por annum, compounded annually at the end of each 
fiscal year through Juno 30, 1960; semiannually as of December 31, >? 

1960; annually thereafter as of Decembor 31, and proportionately for 
the period served during tlio year of his retirement, including all con- 
tributions made during or for such period, shall, at the date of his 
retirement and at his eloction, bo — 

; (1) returned to him in a lump sum; or 

(2) used to purchase an additional life annuity; ; or r . 

(3) used to purchase an additional life , annuity for himself 


(3) used to purchase an additional life, annuity for himself 
: ; v; , ; and to provide for a cash payment on his death to a beneficiary 
whoso name shall bo notified in writing to tho Secretary by the 
< y u participant; or . 

: v (4) used to purchase an additional life annuity for himself and 
V. a life annuity commencing on his death payable to a beneficiary 
whoso name shall bo notified in writing to tho Secretary by tho 
participant with a guaranteed return to the beneficiary or his 
legal representative of an amount equal to the cash payment 
referred to in paragraph 3. 

• (b) The benefits provided by subparagraphs 2, 3, or 4 of paragraph 
(a) of this section snail bo actuarially equivalent in value to tho pay- 
ment provided for by paragraph (a)(1) of this section and shall bo 
-calculated upon such tables of mortality as may bo from time to time 
proscribed for this purposo by the Secretary of the Treasury. 

(c) In case a participant shall becomo separated from the Service 
for any reason except retirement on an annuity, the amount of any 
additional deposits with interest at 3 per centum por annum, com- 
pounded nvS is provided in paragraph (a) of this section, made by him 

• under the provisions of this paragraph shall be refunded in tho man- 
ner ^provided in section 841 for the return of contributions and intcr- 

' ost in tho case of death or separation from tho Service. 

(d) Any benefits payable to an officer or to his beneficiary in re- 
spoct to the additional deposits provided under this paragraph shall 
be in addition to the benefits otherwise provided under this title. 

Part J — Cost-of-Livinq Adjustments of Annuities 

C SEC.. 882 , (a) On the basis of determination made by the Civil Service 
•Commission pursuant to section 18 of the Civil Service Retirement Act r 
as amended , pertaining to per centum change in the pnee index , the 
following adjustments shall be made: 

(1) Effective April 1, 1966, if the change in the price index from 1962 
to 1965 shall have equaled a rise of at least 3 per centum , each annuity 
payable from the fund which has a commencing date earlier than January 
$} 1965 , shall be increased by the per centum rise in the price index 
adjusted to the nearest one-tenth of 1 per centum . 

(2) Effective April 1 of any ’ year other than 1966 after the price index 
change shall have equaled a rise of at least S per centum , each annuity 
payable from the fund which has a commencing date earlier than January 
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20 THE FOREIGN SERVICE ANNUITY ADJUSTMENT ACT OF 1006 

if. 2 of the preceding year shall be increased by the per centum rise in the 
, price index adjusted to the nearest one-tenth of 1 per centum.. 

(b) Eligibility jar an annuity increase under this section shall be 
governed by the commencing date of each annuity payable ft om the Jund 
' as of the effective date of an increase, except as follows: 

(/) Effective from the date of the first increase under this section, an . . 

annuity payable from the fund to an annuitant’s survivor ( other than a 
child entitled under section 821(c)), which annuity commenced the day 
after the annuitant's death, shall be increased as provided in subsection 
V. • (a) (1) or (a) (2) if the commencing date of annuity to the annuitant was 
earlier than January 2 of the year preceding the first, increase. 

(2) Effective from its commencing date, an annuity payable from the 
■ fund to an annuitant's survivor ( other than a child entitled under section 
,, 821 (c)), which annuity commences the day after the annuitant’s death 
and after the effective date of the first increase under this section, shall be 
b- ' i increased by the total per- centum increase the annuitant was receiving 
under this section at death. 

(8) For purposes of computing an annuity which commences after 
the effective date of the first increase under this section to a child under 
section 821(c), the items $600, $720. $1,800, and $2,160 appearing in 
% section 821(d) shall be increased by the total per centum increase allowed ^ 
f and in force under this section-ana, in case of a, deceased' annuitant, the 
; i - items Jfi per centum and 60 per centum appearing in section 821 (c) shall 
■f" ' be increased by the total per centum increase allowed and in force under 
this section to the annuitant at death. . Effective from the date of the first , 

■ . increase under this section, the provisions, of this paragraph shall apply 
as if such first increase were in effect with respect to computation of a 

child’s annuity under section 821 (c) which commenced between January 
2 of the year preceding the first increase and the effective date of the first 
if increase. \ , 

' . . (c) No increase in annuity provided by this, section shall be computed 

■ on any additional annuity purchased at retirement by voluntary con - 
tributions. 

(d) No increase in annuity provided by this section shall apply to ' 

amounts paid under authority of section 6 of Public Law 84-608 as 
amended, section 4 °f the Foreign Service Annuity Adjustment Act of 
1966, or any other law authorizing annuity grants to widows. . . , 

(e) The monthly installment of annuity after adjustment under this \ 
section shall be fixed at the nearest dollar, 

Vsr-t * '•'’f&i -i *:.*•' . ; • ''..•a,;. <v • rv.v V. .a ' 
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28 INCREASE BASIC PAY FOR UNIFORMED SERVICES 

S\ 1401a* Adjustment of retired pay and retainer pay to reflect 
V changes in Consumer Price Index 

i: L V'- (a) Unless otherwise specifically provided by law, the retired pay or 

> ' V retainer pay of a member or former member of an armed force shall not 
- V-Tr’ "v bo recomputed to reflect any increase in the rates of basic ( pay for 
;’ v .members of tho armed forces if that increase becomes effective after 
‘ f ; the effective date of this section. 

[(b) In January of each calendar year after 1903, the Secretary of 
Defense shall determine the percent that tho annual average of the 
* ' < ' Consumer Price Index (nil items — United States city average) pub- 

> ; . V lished by the Bureau of Labor Statistics for tho preceding calendar 
i. ,V y car h ft 9 increased over that for 1962 or, if later, for the calendar year 
.yy.-.y year preceding that in which tho most recent adjustment in retired 

g ay and retainer pay has been made under this subsection. If the 
ccvetary determines the percent of that increase to be 3 or more, tho 
retired pay or retainer pay of a member or former member of an 
armed force who became entitled to that pay before January 2 of the 
‘ year in which the Secretary makes that efetermination shall, as of 
yyy April 1 of that year, bo increased by that percent, adjusted to tho > 
\ ; if ‘ J nearest one-tenth of 1 percent. 3 # 

V vi ! *C(6) The Secretary of Defense shall determine the per centum that the 
“ ' Consumer Prize Index for each calendar month after the calendar month 

•••I y *• / immediately preceding the effective dale of this Act has increased over the 
ffef-.r':' hose Consumer Price Index {that for the calendar month immediately 
,1 v y.;y preceding the effective date of this Act or, if later , that used as the basis for 
y the most recent adjustment of retired pay and retainer pay under tins 
• . subsection ) . If the Secretary determines that) for three consecutive calen- 

y ‘ dar months f the index has shown an increase of at least 3 per centum over 

the base index , the retired pay and retainer pay of members of the Armed 
Forces who became entitled to that pay before the first day of the Ihird 
: calendar month beginning after the expiration of those three months shall 

yV • ' be increased) effective that day } by the highest per centum of increase m 
! ..T the index, during those three months , adjusted to ike nearest one-tenth of 

v yy ; . i j • j ,! - f y; • 

• yy uii ..,4) . ' [■ <vv. o|. 1 . . \ ' V; -V l ' ; _• 


■<v b ill:! 


.Section 5 of <§& | L: ! • ' ' 

: m ' k EC? * if - T}ie r ^ ti re^py)y i Teta«i|r:;pa Y of a 

S en\y r ft y mer m f mber a Pn^tmed Service who 
.is ent lt ied to that .pay computed underrate®’ of basic pay 

in effect before the effeqtive date of this Act ehdll be in- 

that date > ^y. th'crp.e^'cbntum (adjusted ‘7 

Price ° f 1 Per c ^tum) that the Consumed 

^ ’ y ^^'-UnitedjStates city avdrdge), pub/ 

•W>tlh b X,ye .Eureau of .Labor Statistics, for the^alendkr 
month immediately preceding the effective date of this Act 
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